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EDITORIAL DEPARTMENT NOTE 


No matter what the developments in termination clauses, advance 
and partial payment, V-loans and other details of contract termina- 
tion, the speed with which termination settlements are obtained by the 
individual company will depend on the speed, completeness and ac- 
curacy with which claims are prepared and presented. Some com- 
panies have already prepared internal procedures for handling such 
claims; many others are now in the process of developing methods. 
The first article in this issue of the Bulletin describes how one com- 
pany is handling the problem. 

The authors of this article, John H. Winchester and A. B. Bour- 
quard, are, respectively, Assistant Controller and Supervisor of Gen- 
eral Accounting for The Ohio Rubber Company. Prior to joining 
this company nine years ago, Mr. Winchester served as special in- 
vestigator for the U. S. Senate Committee on Banking and Currency 
in investigating closed banks and the New York Stock Exchange 
following the 1933 bank holiday. Previously he had served as Balance 
Sheet Supervisor for the General Electric Co. at Nela Park and as 
Cost Accountant for the Fisher Body Division of General Motors. 
Apart from his activities in the accounting field, Mr. Winchester 
has three times been awarded the Dartnell Gold Medal for business 
letter craftsmanship. Mr. Bourquard has been with The Ohio Rub- 
ber Company since 1933. He is a graduate of Taylor University 
and has carried on post-graduate studies at Cleveland College of 
Western Reserve University. Prior to joining his present company 
he was employed by the Citizens National Bank of Marietta, Ohio. 
He has been a member of the Cleveland Chapter since 1935. 

Our second article is a plea for the research approach in the 
handling of office problems. What Mr. Conarroe has to say applies 
to accounting as to other types of office work. Providing a factual 
basis for decisions and actions becomes more important as a war 
economy increases the complexities surrounding business. 

E. H. Conarroe, author of this article, has been Director of Man- 
agement Service of the Policyholders Service Bureau of the Metro- 
politan Life Insurance Co. for the past fifteen years. Earlier, during 
Governor Pinchot’s term, he served as Director of Budget and Sec- 
retary of the Commonwealth of Pennsylvania. For six years he was 
engaged in industrial accounting activities in Philadelphia, primarily 
with SKF Industries, Inc. Mr. Conarroe is a Past President of the 
New York Chapter, National Office Management Association, and 
for the past four years has been Chairman of the N. O. M. A. 
National Research Committee. 





Articles published in the Bulletin present many different viewpoints. 
In publishing them the Association is not sponsoring the views ex- 
pressed, but is endeavoring to provide for its members material which 
will be helpful and stimulating. Constructive comments are wel- 
comed and will be published in the Forum Section of the Bulletin. 
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WILL CANCELLATION MEAN CASH OR CHAOS 
TO YOU ON “C” DAY? 


By John H. Winchester, Assistant Controller, 
and 


A. B. Bourquard, General Accountant, 
The Ohio Rubber Company, Willoughby, Ohio 


UST AS SURE as you are reading this article, your war con- 

contracts will be cancelled. In this war it is the one definite 
fact you have known from the beginning. “C” Day is more than 
a figure of speech. It is currently a fact, as many holders of war 
contracts are discovering. 

From Washington and the various regional government procure- 
ment agencies come rumors and discussions of a revised standard 
termination clause, partial payments on cancellation claims to pre- 
vent financial collapse of industry, and gradual schedule slow- 
downs designed to make cancellations less painful. 

The uncertainty arising from such a confusing mass of rumor 
and the natural tendency to postpone our thinking because of the 
pressing tasks before us today, may find many of us unprepared 
on “C” Day to present an entirely adequate claim that will insure 
our getting all that we are entitled to as promptly as government 
mechanism will permit. 

The Ohio Rubber Company, typical of many American manu- 
facturers, has been required to convert in a few weeks from a 
peacetime business of supplying rubber products to the automotive, 
farm equipment, toy, and other manufacturing industries, to the 
task of supplying a volume of war goods, some entirely foreign to 
rubber, five times greater than had ever been attained in peace- 
time. 

Cancellation of contracts, therefore, would mean freezing in- 
ventories and receivables valued at millions of dollars for an 
indefinite period. The one controllable factor that can be regulated 
is the accurate preparation and prompt presentation of claims 
for cancellation charges. : 

This calls for a system of assembling subcontractor’s claims 
and the “In-Plant” charges through coordinated departmental 
procedures which finally result in an amount that is all-inclusive. 
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Our procedure is established, in brief, on the basis of the flow 
chart shown as Exhibit 1. 








Cancellation 
Contre! 





Notice 4 Gucsllation 
Clrin. 








The sales department is the beginning and end of the procedure 
which follows this pattern in detail. 


Notice of Termination of Contract 


As soon as a notice of a cancellation is received from the gov- 
ernment procurement agency or prime contractor, the sales de- 
partment immediately notifies, by means of a messenger-delivered 
letter, the purchasing department, production control department, 
cancellation control division centered in the general accounting 
division, and the factory accountant. All cancellations are required 
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to clear through the sales division which makes all cancellation 
contracts with our customers. 


Purchasing Department Procedure 


Upon notification by the sales department, the purchasing de- 
partment immediately makes up a cancellation register in dupli- 
cate on which are listed, among other things, all of the purchase 
orders pertaining to the contract in question. 

The heading for each page of the cancellation register allows 
space for recording the name of the customer, description of the 
items cancelled, order number, date of cancellation and contract 
number. Columns are provided for recording the following infor- 
mation regarding related purchase orders : 


Vendor and address 

Item 

Amount ordered 

Amount due 

Amount to be cancelled 

Wire Date sent 

Date acknowledged 

. Date mailed 

Cancellation Report Sin aatieiand 
Cancelled 


Amount Commitment 


Naturally, the essential function of the purchasing department 
in this cancellation procedure is to see that all vendors are notified 
of the cancellation promptly by telephone or telegram with con- 
firmations following by mail. 

When all listings have been made, one copy of the cancellation 
registered is retained by the purchasing department and the other 
is sent to the cancellation control division in the accounting de- 
partment. 

All vendors are sent the necessary forms on which to file their 
claims and there is always included a copy to the factory account- 
ant who is considered a vendor and who is expected to file a 
claim for in-plant charges as though he were a vendor. 

The purchasing department has the responsibility of keeping 
in touch with all vendors, aggressively and frequently, to see that 
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their claims are presented promptly as requested. Each claim, 
when received, is immediately posted to the purchasing depart- 
ment’s copy of the register, after which the original claims from 
vendors are forwarded to the cancellation control division for 


the permanent file. 


Cancellation Forms for Vendors’ Claims 

The cancellation form has been designed to show on one sheet 
of paper all necessary details on separate components of the claim. 
The form requests certain specific information to provide a means 
of establishing the feasibility of the vendor’s claim and asks for 
sworn, certified signatures on the theory that if the claim is correct, 
the vendor should be willing to swear to it. 

No separate provision for tool and equipment charges has been 
shown on the form, and it may be considered vital by some to 
make a separate provision for this. On the form illustrated in 
Exhibit 2, the remarks column was intended to provide a means 
for the vendor to explain any tool or equipment charges he might 
have. 

It is believed to be a reasonable premise that with the support to 
the claim that this form gives, there should be an adequate basis 
for prompt acceptance of total claim or adequate basis for govern- 
ment audit in prompt acceptance of the claim. 


Factory Accounting Procedure 

The factory accounting division has two important functions 
to perform: (1) the accumulation of all in-plant charges, and (2) 
the physical check and control of all inventories involved in the 
claim. 

Immediately upon receipt of the notice of cancellation from the 
sales department, the factory accounting department takes a phy- 
sical inventory of all raw materials, work in process, and finished 
goods in the plant involved in the claim. They also see that these 
products are segregated and put into a storage area over which 
they have absolute control, until final disposition of the claim. 

The factory accountant accumulates all of the in-plant charges, 
using a check list of items which includes inventory costs, tool, 
die, and equipment costs, and uncompleted or unamortized special 
charges of any kind. He translates this into a claim on the can- 
cellation statement form furnished to him by the purchasing de- 
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Exuzsir 2 (Front) 


CANCELLATION STATEMENT 
(Please Render Three (3) Copies) 
Purchase Order No 


The Ohio Rubber Company (Insert Date of Termination) 
Ben Hur Avenue 

Willoughby, Ohio 

Attn.: Purchasing Dept. 

Gentlemen : 


The undersigned, being a duly qualified officer of said Company and being authorized 
to sign for said company, do hereby certify that the following is a true and accurate 
physical count of all materials and/or tools in our possession applicable to above Purchase 
Order as of date of termination with The ; that the 

(Insert either The Ohio Rubber Co. or your Contractor) 
followi representations are made in order to obtain payment from the Ohio Rubber 
Co. or from our Contractor. 


SECTION I 


When did you notify your Suppliers to stop production or cancel your order(s)?.. 
When did you issue notice to oe production in your own plant? By what means?.. 
When was the last labor performed, according to your time cards, on cancelled orders?.. 
How much labor, in total hours, was performed after our Notice of Cancellation?. . 
Are you manufacturing the same part for other Vendees? 

If so, how do you segregate our material from the other Vendees? 

On work-in-process, how do you distribute the following: 

(a) Labor 

(b) Burden 

(c) Administrative Expense 

What type of cost system do you use? 

If you use standard costs what % is standard over / under actual? 


SECTION II 
Inventory 
A Raw Materials on Hand Not Returnable for Credit and Commitments 
Which Cannot Be Cancelled 
From Date of 
Specifica- Whom ba, Unit | Total 
tion Description | Purchased} to You | Quantity! Price | Cost 


| 


PIAL Swe 























| Total $ 








Completed Parts on Hand 








Part Name and Description 
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Exuusrr 2 (Back) 
Work in Process on Hand 





Cost 





Quantity 





























Scrap on Hand 
. |Part Name or Material Scrap} Quantity | Unit Price Cost 
$ 

















Total $ 








SECTION III 


1. Last three shi ts to The 


2. Last three shipments received 
of Ohio Rubber Co. material: 
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partment. It is the factory accountant’s definite responsibility to 
see that every component of in-plant charges is included in the 
figures submitted. 


Cancellation Control 

The cancellation control division is established in the general 
accounting division because this division will be required in the 
final analysis to act as a collection department and as a disburse- 
ment department, and to contact both customers and vendors 
when the claim is settled. The general accounting department also 
will enter directly into any audit that is made. 

When the cancellation control division receives its notification 
from the sales department, a serially numbered folder is promptly 
set up for all information pertaining to the claim. All vendors’ 
claims, as soon as received, are cleared through the purchasing 
department to the cancellation control division which checks them 
for accuracy and indicates their receipt on their copy of the can- 
cellation register. They are then filed in the cancellation folder 
until all vendors’ claims shown on the register have been accounted 
for. 

The cancellation control division then functions as the follow-up 
on the purchasing and factory accounting departments in order 
to get claims completed as quickly as possible. 

Since the cancellation control division is the clearing house for 
all information pertaining to a cancellation from its receipt until 
its final disposition, a follow-up register is maintained. In the 
cancellation follow-up register columns are provided for: 


Cancellation number 

Customer 

Contract number 

Item 

Date: Cancelled 
Purchase register received 
Vendors claim complete 
In-plant charges received 
Presented to board 
Assigned 
Transmitted to customer 
Journal entry 
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This register serves to indicate the progress of each cancella- 
tion and presents an over-all picture of all cancellations. The can- 
cellation control division also prepares a summary sheet for each 
folder as in Exhibit 3 and when all claims are in, presents the 
entire folder to the board of review for final approval. 


Board of Review 


The board of review consists of the president, sales manager, 
purchasing agent, controller and plant manager. 

The complete claim file is presented to the board by the cancel- 
lation control division with a summary of all vendor and in-plant 
charges as in Exhibit 3. It is the board’s responsibility to make 
a final review and approve or disapprove the claim. If disap- 
proved, the claim goes back to the cancellation control division 
with recommendations or questions. If approved, the claim is 
transmitted to the customer through the sales department. 


Exursir 3 
Cancellation 
Customer : 
Contract Number: 
I i NE he etna awsome Part Number— 
See Ge DOIN Sic dhnsanaepeeowdrsins Spec. Number— 
BeOS Ge GONIIOINS cscs ccccdccacccncces 


Cancellation Charges :— 


Letter of transmittal by 
Assigned by 
Final disposition 
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Transmittal to Customer 


When approved, the file is sent to the sales department with all 
necessary information to permit presentation of the claim to the 
customer. The sales department immediately writes a letter of 
transmittal to the customer, attaching the complete claim. A copy 
of this transmittal letter is put in the cancellation folder, as part 
of the permanent file. 


Accounting Procedure 


Since the accounting for claims involves special considerations, 
the following entries are proposed : 

As soon as a claim is submitted to the customer, a journal entry 
setting up the total amount as a “Claim Receivable” will be made. 
The customer is not billed at this point because the claim has not 
been finally approved by him. The other half of this entry will 
be in three parts. 


. Inventory accounts will be credited with the cost value of 
the claim. 

. Profit on the claim will be set up in a deferred credit ac- 
count. 

. Vendors’ claims which are included will be set up in 
“Claims Payable.” 


Upon approval of the claim by the customer, formal billing will 
be issued to the customer. This will be set up as a regular ac- 
counts receivable and credited to sales. A journal entry will also 
be made charging cost of sales with the factory cost, crediting 
claims receivable with the full amount of the claim and charging 
deferred credits with the profit. Similarly, vendors’ claims will 
be transferred from claims payable to accounts payable, and credit 
memoranda will be issued to vendors for the approved amounts 
of their claims. 


Audit 

From a mechanical standpoint, it is believed that any subsequent 
audit will be simplified because all claim papers pertaining to a 
particular cancellation will be permanently bound in a folder. It 
is also felt that by actually taking physical control of inventories 
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involved in the claim, there will be no difficulty in producing them 
for audit or shipment at a future date. 

In outline, the system should be applicable to almost any com- 
pany that will sooner or later be confronted with contract termina- 
tion. In some instances it will be found that your customers will 
request that you submit your claim on their forms. In that case 
the elements of control may still be followed, the only difference 
being in the final submission of your claim. 

In any event, there will have been established these six positive 
controls. 


1. A central clearing section for all information to and from 
customers. 

2. A central clearing section for all information to and from 
vendors. 

3. One authority and responsibility for all in-plant charges. 

4. A control for assembling all claim charges and consoli- 
dating in one place all information relative thereto. 

5. A final review of each claim by top management. 

6. A separate accounting method to segregate claims due 
to cancellations in the balance sheet and to hold them 
separate until finally paid. 


APPLICATION OF RESEARCH TO THE OFFICE 


By E. H. Conarroe, Director, Management Service, 
Policyholders Service Bureau, 
Metropolitan Life Insurance Company, 

New York, N. Y. 


ther WHOLE THEME of my remarks is the emphasis on 

facts as a basis for action in all phases of office work. Ina 
sense I am crusading. I am crusading for the use of the “research 
approach” in the solution of office management problems. By 
the “research approach” I mean the fact-finding approach. Every 
day in the office there are decisions to be made that call for facts. 
Some are basic questions of policy—the centralization of office 
services, for example. Others may be minor questions of prac- 
tice or routine, such as the selection of the best method of sorting 
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labor tickets preliminary to posting. In all cases, a more intelli- 
gent decision results when based on adequate facts. 

The alternative to the research approach is the old “hunch and 
guess” or the equally old “trial and error” method. These are no 
longer adequate for efficient office management—if they ever were. 
Management’s responsibilities have increased with the size of the 
operations and the narrowing of profit margins. Errors of judg- 
ment on the part of responsible executives are correspondingly 
more serious. Present-day business can no longer afford the 
luxury of a bad guess. Office executives must have facts before 
they act. 


Need for Office Research 


The popular movie version of the successful business executive 
who sits at his desk with a battery of telephones and collection 
of push buttons and who snaps out orders left and right, originates 
policies on the spot and makes instantaneous decisions on all 
questions presented is largely a creation of fiction. The prac- 
tical version is likely to be more deliberate if less glamourous. 

The need for fact-finding in the office was never greater than 


right now. Wartime operations have created many new problems 


and new conditions for management to meet and under the most 
urgent circumstances. There is evidence that management re- 
search is finding an increasing important place in the business 
picture. A recent article in the Management Review of the 
American Management Association had this to say: 


“Management today is recognizing more and more the im- 
portance of research and fact-finding as a tool for effective 
policy administration and general administrative control. In- 
deed management research has become a ‘right arm’ of man- 
agement and a further step in the long process of minimizing 
the effects of personal whims, prejudices, hunches and 
guesses in the profession of business administration.” 


Despite this growing recognition of the need, it is not surpris- 
ing to find the application of research to the office lagging behind 
its application to other fields of business. Product research has 
long been employed in the development and improvement of com- 
pany products or services. Research has been applied effectively 
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to the location and evaluation of present and potential markets 
and to the development of advertising and promotional programs. 
As a matter of fact the office has always tended to follow rather 
than lead in the application of modern management. Specializa- 
tion, standardization, and simplification, measurement of produc- 
tion, and the introduction of incentives all had their origin in the 
factory and have been subsequently adapted to office problems. 
Office research is having a similar history. 


What Is the Research Approach 


I have been talking about the use of the research approach. 
Let me take a couple of minutes to explain what I mean by that 
term. I will not attempt any of the highly scientific and highbrow 
definitions of research that we run across here and there. Perhaps 
a pretty practical one is that attributed to Vice-President Kettering 
of General Motors that research is determining what we should 
do when it is no longer practicable to do what we have been doing. 
To me, management research means merely the development and 
organization of facts as a basis for executive action. In actual 
practice, however, research work may not prove as simple as this 
definition may sound. It is not merely a matter of reading books, 
distributing questionnaires, preparing charts and tabulations and 
writing reports. Real research work goes beyond that. As I see 
it, it involves the following steps: 


(a) Analysis or identification of the problem 

(b) Assembling of the data 

(c) Organization and interpretation of the material 
(d) Utilization of the results 


Let us consider each of those briefly : 


Analysis of the Problem 


The statement has been made that a problem correctly stated is 
half solved. Let me give a somewhat exaggerated example to 
illustrate this. This is the case of a family that had been on the 
relief rolls of the town. When the social service worker investi- 
gated she found that the father of the family was out of a job. 
It was concluded therefore that the correction of the difficulty 
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involved getting him employment. This was done. Within two 
weeks, however, the family was again requesting relief and it 
developed that the man had not lasted on his job because of 
chronic state of drunkenness. Investigation revealed that he had 
been fired from a series of jobs for the same reason. It appeared 
therefore that the problem was not getting him a job but getting 
him to stay sober. At this point the investigation was really 
carried through to the source. It seems that each night when the 
man got home his wife would begin to nag and complain and make 
life so generally disagreeable for him that in desperation he would 
go out and get generally plastered as a defense. Then it was 
necessary to find out what caused this constant discord. The in- 
vestigator next discovered that there were two boys in the family 
of high school age and each day as they got home from school, 
the older boy began picking on and fighting with the younger 
one so that there was constant bedlam. This so unnerved the 
mother that by the time her husband got home she was in a highly 
nervous state and proceeded to take it out on the old man. Now, 
what made the brothers fight. Well it seems that the younger 
brother was making splendid progress at school while the older 
one was quite backward. To offset his inferiority complex brought 
about through unfavorable comparisons, the latter proceeded to 
beat up his more brilliant brother at the first opportunity and 
thus established at least his physical superiority. So then it 
seemed that the fundamental problem was to determine why the 
older boy was such a poor student. This proved to be the case. A 
medical examination revealed that he was bothered with defective 
hearing. He was missing his lessons not because he was stupid 
but because he just didn’t hear. An operation was arranged for. 
This corrected this condition and the boy immediately began to 
progress. The family civil wars came to and end, the mother was 
no longer distraught at night, the father could spend a comfortable 
evening at home so he quit his drinking and kept his job—and I 
suppose they lived happily ever after. 


Assembling the Data 


The second step involves establishing the sources of the infor- 
mation desired and then proceeding to secure it. Sometimes the 
job may be one purely of library research. In other cases it may 


111 





N. A. C. A. Bulletin October 1, 1943 





be necessary to develop original material. Knowledge of where 
to go to get the information required is important, of course. The 
actual data-collection technique may involve record analysis, per- 
sonal interviews, correspondence, or formal questionnaires. The 
most practical method or combination of methods must be de- 
termined in each case. Just one or two thoughts in connection 
with questionnaires. We have all become more or less question- 
naire-conscious in recent years, thanks to TNEC, the SEC, the 
OPA, the WPB, Mr. Gallup and others. And we know that 
the value of the information developed depends very largely on 
the care and intelligence with which the questions are prepared. 
It is a simple matter to influence an answer merely by the phras- 
ing of the question. From my personal experience in preparing 
and completing questionnaires, I should like to offer the following 
suggestions : 


1. Reduce the number of questions to the minimum number 
necessary to establish the facts. 

. Phrase the questions as clearly and specifically as possible. 

So often questions are ambiguous and subject to different 


interpretations as to what is intended. 

. Maintain an impartial approach in the phrasing of the ques- 
tions to insure an honest answer. 

. Wherever possible call for facts and not impressions or 
opinions. 

. Utilize to the fullest a system of checking or underscor- 
ing answers in order to minimize the time and effort re- 
quired to complete the questionnaire. 


The limited distribution of a proposed questionnaire on a test 
basis preliminary to its general distribution has been effective in 
determining its practicability. 


Organization and Interpretation 


The third step in the research process is the organization and 
interpretation of the material. This normally involves the tabu- 
lating or summarizing of the results and the preparation of a re- 
port. Naturally a great deal depends on the manner in which 
the data is organized and presented. We all know, of course, 


112 





fn 


tt Ae a 


Zz AO em 


October 1, 1943 N. A. C. A. Bulletin 





that figures don’t lie, but we also know that they can be juggled 
around a little to support different interpretations. Perhaps the 
principal danger to guard against in this connection is acting on 
the basis of incomplete or partial facts. A case in point is the 
instance of the sales executive who in analyzing the census figures 
for a particular city found that the total population had not 
changed from the previous period and therefore assumed there 
was no change in the market for his product. More careful in- 
vestigation revealed that the state penitentiary with a population 
of some 3,000 had been removed from the community during the 
interval so that the census figures, even though unchanged in total, 
actually represented a material increase in potential customers. 

I am not going into detail as to what constitutes good research 
reporting. There are a number of books on the subject. Gen- 
erally a well organized report would include sections on (a) the 
purpose of the survey, (b) a statement of the problem, (c) a 
description of the previous procedure or circumstances, (d) the 
results developed or proposed procedure and, (e) conclusions or 
recommendations. Graphic or tabular presentations are often 
helpful in reporting and interpreting survey results. 

The final stage of the research process and the one quite fre- 
quently overlooked is the utilization of the results. A great many 
beautifully conceived and carefully conducted research projects 
have accomplished nothing except to collect dust in some execu- 
tive’s desk drawer. It is part of the research job to see that the 
facts developed are not pigeon-holed but are given proper con- 
sideration and are utilized. This is largely a matter of tactful, 
consistent follow-up and executive cooperation, interest, and sup- 


port. 


The Field of Office Research 


Where in the office does this research approach apply? An easy 
answer to that would be “everywhere.” It is difficult to think 
of any activity or any decision with which the office executive is 
concerned where facts are not required. So many wrong guesses 
are made simply because of the tendency to assume that certain 
facts or conditions exist without taking the trouble to establish 
them. 


113 





N. A. C. A. Bulletin October 1, 1943 





For a more specific answer to the question, I have classified 
office management activities into four groups as follows: 


(a) those related to office personnel 

(b) those related to office equipment 

(c) those related to physical factors in the office, and 
(d) those related to office methods and procedures. 


Personnel 

This group of activities includes the recruiting, selection, train- 
ing, and supervision of office workers, the development of a plan 
of compensation and promotion, the maintenance of satisfactory 
employee morale and relations and the devising and administering 
of the various company policies related thereto. There are a wide 
range of problems included in this category to which research 
can be effectively applied. In the matter of selection, training, 
and promotion, for example, there are many applications. What 
are the most productive sources for new employees? What char- 
acteristics are most desirable for a specific company as regards 
sex, age, physical characteristics, race, creed, etc.? What form of 
interview will be most effective in the selection process? These 
points are all subject to reasonably accurate determination when 
the necessary facts are available. Most of you are familiar with 
the progress that has been made in the use of tests as a selection 
device. Recently, I learned of an interesting step in this direction 
taken by a large industrial company in connection with the selec- 
tion of i's salesmen. A series of aptitude tests was given to each 
candidate but the results were not used in the selection at the 
time. Instead, the tests were graded and set aside with the idea 
of checking back at the end of six years to see how they coincide 
with performance. When the facts have been thus established as 
to the efficiency of these tests they will be used directly in the 
selection process. 

This, to my mind, is an example of the real research approach, 
developing the facts on the basis of demonstrated results before 
taking action. Of course, it is not often practicable to wait six 
years to complete our studies and get our facts but the principle is 
there. Isn’t it much more intelligent to make selections on the 
basis of some such carefully developed data than to pick a sten- 
ographer simply because her pigmentation happens to meet the 
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office manager’s fancy or a bookkeeper because of the discrimina- 
tion he used in selecting his parents? 

Those of you who have undertaken to develop a program of 
salary standardization for your companies know that extensive 
research is involved in every step of the process. Individual job 
analyses and job evaluations must be made, reasonable salary 
schedules established, etc. In fact the success of any plan of 
compensation for office workers depends largely on the thorough- 
ness and accuracy of the preliminary fact-finding steps. In this 
connection, some studies have been made of composite or average 
salary rates in effect for various office positions in certain locali- 
ties or certain industries. Such information is proving extremely 
helpful in connection with the operations of the salary stabilization 
program. 

There are any number of other questions related to office per- 
sonnel to which research has been effectively applied. A number 
of companies have conducted special surveys to determine the 
employees’ attitudes toward their company, their superiors, and 
their jobs. Analyses have been made of tardiness and attendance 
records to ascertain the causes of unsatisfactory performance and 
to suggest remedies. We are hearing a lot about excessive absen- 
teeism these days. A New York City bank recently made a study 
to determine the effect of the weather on the incidence of illness 
among its employees. 

New laws and regulations affecting business introduce new prob- 
lems as regards white collar workers. For instance, the prescrib- 
ing of a minimum 48-hour week in certain localities raises the 
question of the compensation to be paid so-called “exempt” em- 
ployees for the additional time. Similarly, the question of com- 
pensation and other benefits for employees called into military 
service has been present for the past year or two. Responsible 
executives are taking steps to inform themselves on what other 
progressive companies are doing to meet these situations as a 
guide for their own action—in other words, the research approach. 

With the present emergency forcing the employment of many 
new and inexperienced clerks, there is an important training job 
to be done. What is the most effective method of training a stores 
record clerk, or a code clerk, or a file clerk? That is a logical 
subject for research. 
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Office Equipment and Supplies 

In this category come all the variety of functions involved in 
providing, maintaining and utilizing the many items of furniture, 
machines, equipment, materials, and supplies required for the 
operation of a modern office. It includes establishing the need, 
determining the specifications, making the purchase, and checking 
on the adequacy and utility of the items procured. There is a rich 
field for profitable research in this group. I have time only to 
mention a few applications but they are representative of many 
others. 

In establishing the need for new or additional equipment, for 
example, it is particularly important to have full and accurate 
facts. Many a piece of handsome but relatively inactive equip- 
ment in our so-called “modern” offices stands as a monument 
to the persuasiveness of the equipment salesman and to the office 
manager’s failure to investigate. It is difficult to appraise the 
claims of enthusiastic salesmen regarding potential operating 
economies through a machine installation without investigating 
the facts fully and objectively. This is not the place to go into 
details regarding the nature of the facts required for decisions 
of this kind, but there are numerous instances where careful in- 
vestigation prior to the purchase has been the means of preventing 
an unjustified investment and even in the simplification or com- 
plete elimination of the operation for which the equipment was to 
be used. 

With the increasing trend toward office mechanization there is 
a growing problem of maintenance. Several alternatives present 
themselves in this connection. There is the policy of self-main- 
tenance vs. contract maintenance. There is the question of 
trade-in policy to be determined. How many companies are build- 
ing up records of individual machine utilization and repair costs 
as a basis for deciding these questions on the basis of facts? At 
a recent conference of the N.O.M.A., Mr. Volk of the Prudential 
Insurance Company told us that his company employs automatic 
time recording devices on its alphabetic tabulating machines, which, 
incidentally, represent the highest single-machine rental cost in 
its punch-card installation. Through this means they get an 
accurate record of the number of minutes each machine is in 
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operation each day as well as the time of each day during which 
the operation occurs. These devices, he reports, have been espe- 
cially valuable in gauging the need for this type of equipment. 
By building up and analyzing records such as these many com- 
panies have been able to develop a schedule for the economical 
trading-in of mechanical equipment. 

There is a tendency, perhaps, to think of this problem largely 
in terms of office machines and equipment, probably because of 
the relatively large unit cost involved. But there are thousands 
of items of supplies and materials purchased, which although they 
do not bulk large individually, still represent an important annual 
expenditure in the aggregate. These items are just as susceptible 
to economical purchase and use through research. I recently saw 
the report of a special study of carbon paper and typewriter rib- 
bon usage conducted by the City of Newark among the various 
municipal departments. The stated purpose was “to improve the 
service of carbon paper and typewriter ribbons presently in use, 
and also to make the use of said commodities more convenient.” 
Facts were developed on the basis of a general questionnaire and 
samples of the materials then in use. One result of the survey 
was a reduction of the number of varieties of carbon paper ftom 
twelve to seven. Each of these varieties was coded and a schedule 
prepared specifying the particular variety to be selected for each 
set of circumstances, i.e., the type of machine used, the intensity 
of writing required and the number of copies and type of sta- 
tionery used. An analysis of the typewriter ribbon requirements 
showed three degrees of the inking to be needed, as follows: 


Medium for 54% of all cases 
Medium light for 28% of all cases 
Medium heavy for 18% of all cases 


Stationery and printed forms, of course, represent a more im- 
portant item of expense for some companies than for others. It 
is not necessary to cite the economies that have resulted from well 
conducted forms surveys. Let me simply point out that this is 
another example of a practical application of research. 

In a talk before the A.M.A. in 1933, Frank Rowland, Secretary 
of the Life Office Management Association, predicted the increas- 
ing importance of the laboratory as an instrument of office re- 
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search. This prediction is already being fulfilled. At least, one 
life insurance company is operating a fully equipped physical 
laboratory in connection with its system or standardization activi- 
ties. This laboratory is under the direction of a highly trained 
technician and is producing some very interesting and profitable 
results. 

Organized originally to develop specifications and standards for 
the various paper requirements of the company, the scope of 
activities has broadened to the point where current tests are now 
being made of more than 90 different commodities and materials 
used by the company in connection with its clerical operations. 
The nature of the articles tested range all the way from items of 
furniture and equipment such as filing cabinets, desks, chairs, and 
typewriters down to such supplies as carbon paper, floor waxes, 
inks, mucilage, rubber bands, staples, cleaning materials, etc. A 
few specific examples might be of interest. 

The company uses thousands of steel filing cabinets. On many 
of these the drawer action had proved unsatisfactory in actual 
use. In order to test the effectiveness of different suspensions, a 
device was developed with an electric motor which automatically 
opens and closes the file drawer. Cabinets under consideration 
were subjected to this test under actual operating conditions. The 
drawer was loaded with 50 pounds of filed material and opened 
and closed up to 50,000 times, the equivalent of 20 years’ use. 
The suspensions were examined at intervals to note the extent 
of the metal failure or distortion. This test has enabled the com- 
pany to develop specifications for files that will insure a minimum 
of 20 years’ satisfactory performance. 

Difficulty was experienced with the mucilage purchased through 
a tendency for it to turn dark and get moldy. The suppliers were 
unable to suggest any remedy. Analysis by the laboratory identi- 
fied the constituent that was causing this condition and a new 
formula was developed that has eliminated the trouble. 

The smudging qualities of different carbon papers were meas- 
ured through a specially designed smudge-tester. 


A study was made of the corrosion of drain lines from photo- 
stat machines and recommendations developed for the type of 
material to use to correct this condition. 
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A special box was designed to measure the relative “noiseless- 
ness” of various typewriters, resulting in a decision against replac- 
ing existing equipment with new models for which exceptional 
noiseless qualities were claimed. Incidentally, several typewriter 
manufacturers have since constructed similar noise-testing appli- 
ances for their own use. 

These will serve as examples of the laboratory approach in 
applying research to the office. To my mind, it represents office 
research in its purest form. 


Physical Factors 


The third group of office management activities, those related 
to physical factors in the office are not greatly different from those 
just described so far as the application of research is concerned. 
Generally speaking, this involves the furnishing of healthful and 
comfortable working conditions and includes questions of heat, 
light, ventilation, and the many service facilities that are required 
in the operation of an office building or office quarters. 

The problem of office lighting certainly calls for study. Do we 
know how many foot-candles are being furnished at the working 
level of each desk at every hour of the day and every season of the 
year? Do we know whether supplementary illumination in the 
form of desk lamps may be desirable or undesirable and the 
amount of correlation with errors and employee fatigue? Some 
companies have undertaken to establish these facts. How about 
the new fluorescent lighting? Are we investigating its possibili- 
ties? Some companies are conducting tests by installations in 
one or more departments and are observing the results before 
proceeding further. Again, the research approach. 

Similarly, in the matter of ventilation and temperature control, 
do you have data to measure the amount of temperature fluctua- 
tion throughout the day and the effect on the worker’s productivity, 
efficiency and health? As the result of such a study, one company, 
whose building is fully air-conditioned, found it necessary to main- 
tain a maximum spread of 10 degrees between inside and outside 
temperatures during extremely hot spells. 

How about the effect of noise in the office? Several attempts 
have been made to determine the need for noise reduction and 
to work out remedial measures. 
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These citations do not exhaust the possibilities in this field but 
they will serve as typical examples. 


Methods and Procedures 


The last group of activities are those related to office methods 
and procedures. Probably there has been a wider recognition of 
the need for research in this group of activities than in any other. 
Most present-day office executives realize the importance of sim- 
plification and standardization in connection with the various 
routines. They have found also that these results are secured 
only after a careful analysis of existing practices. The work of 
so-called methods or systems groups is largely research. Time 
and motion analyses in connection with work simplification pro- 
grams and the establishment of performance standards also involve 
the research approach. 

Many of the special studies of office costs fall generally within 
the province of systems research. There is the simple matter of 
determining the actual cost of a business letter, the cost of enter- 
ing an order, preparing a monthly report, etc. This opens up a 
wide field. 


Organizing for Office Research 


There is one topic still to be covered. How can office research 
work be organized most effectively? That is, where in the organi- 
zation does this function belong and what qualifications does it 
call for? 

I think the fundamental question, so far as organization goes, 
is whether research activities should be centralized as a staff 
function or handled as part of the responsibilities of regular line 
executives. This means, in effect, the creation of a systems or 
methods department, manned by specialists as compared with the 
assignment of these projects to regular operating personnel. The 
preponderance of opinion seems to favor the first arrangement 
where practicable. It is felt by many that busy operating execu- 
tives and employees have neither the time nor the qualifications 
for this type of work. This viewpoint was expressed by Mr. 
Gordon Hardwick, Vice President and Controller of the Penn 
Mutual Life Insurance Company, before the 7th International 
Management Congress in Washington in 1938 as follows: “Pro- 
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jects requiring research development may be discovered or identi- 
fied by any member of the operating organization, but the actual 
research work can best be done by a specialized and detailed 
group, freed from the retarding influences of partisanship and 
prejudice . . . with care that due credit be given the line officials 
for the development and profitable application of the methods 
adopted.” 

A somewhat similar sentiment was expressed by Mr. Robert 
Bruce of the A. T. & T. Co. as follows: “A proper knowledge 
of this field (office methods work) requires years of study. The 
clerks directly on the job haven’t the time nor the perspective to 
be entrusted with this responsibility. The line supervisors also 
often haven’t the time to keep up with developments, and they 
usually lack the special preliminary training which effective 
methods work requires.” 

The principal argument advanced for the other plan of organi- 
zation is that it serves to compel the busy line executive to be 
less busy—that is, to delegate and train others to carry out his 
program—and permit him to devote more attention to the plan- 
ning or research phase of his job. 


Few Company Units 


In the final analysis, there are relatively few companies that 
have set up formal units within their office organizations for spe- 
cial planning and research work. One example of a rather com- 
plete setup of this sort is the Office Service Department of the 
T.V.A. Under a Board resolution passed in November, 1937, the 
duties of that department are stated to include “research programs 
directed toward the improvement of office methods, practices and 
facilities of the Authority . . . the rendering of assistance in mat- 
ters relating to office planning and research . . . and the standardi- 
zation of supplies, equipment, systems and methods.” 

In a large publishing company there are two office executives 
who report direct to the secretary of the company. One is desig- 
nated as the office manager. He is a line executive directly re- 
sponsible for all office activities. The other is manager of the 
standardization division. This is a staff unit which studies all 
clerical work from such viewpoints as performance standards, 
tests of equipment, method of work, including the simplification of 
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procedures, standardization of forms and planning and scheduling 
of operations. Changes in method may be recommended by the 
standardization division on the basis of a special study but are 
made effective only after the line executive agrees. 

The Methods Department of the Prudential Insurance Com- 
pany is in charge of an officer who reports direct to the executive 
vice president. The department is divided into five groups: (1) 
Methods research, charged with keeping informed on all that is 
new or contemplated in office machines or methods, (2) Forms 
control and standardization, (3) Equipment control and standardi- 
zation, (4) Surveys and general methods studies, handling depart- 
mental and functional studies, special methods studies, space ap- 
portionment, etc., and (5) Suggestion system administration. 

A special survey of office planning activities conducted by the 
N.O.M.A. Research Committee in cooperation with the L.O.M.A. 
developed relatively few instances outside of insurance companies 
where separate planning units have been established. The Ralston 
Purina Company in St. Louis maintains an Office Research Divi- 
sion responsible for surveys, standards of production, time studies, 
incentive plans, etc. This is under the manager of office produc- 
tion who reports to a vice president. The du Pont Company has 
two planning divisions. One, designated as Modern Methods, is 
located in the treasurer’s department and is concerned with the 
work of that department only. The other is known as the Plan- 
ning Division, and is responsible for office methods and research 
work in all other divisions of the company. 

Most of the cases cited so far represent fairly large office organi- 
zations. In the smaller office, of course, similar arrangements may 
be less practicable. Even where offices are relatively small, how- 
ever, some companies undertake to provide for specialized handling 
of research work. Thus, we find an office methods man assigned 
to the staff of the treasurer’s office in the Remington Arms Com- 
pany in Bridgeport. The statement was made recently by one experi- 
enced office executive that a staff man devoting full time to the 
study of methods would probably be justified in any office con- 
taining as many as twenty clerks doing a variety of work. This 
was intended to apply to branch offices as well as head offices. We 
might take issue with this statement regarding the size of the 
office that will justify a full time researcher but I don’t think there 
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can be any doubt that facts are just as important in the operation 
of the small company as the large one. Perhaps it might only be 
a matter of selecting some particularly intelligent junior and train- 
ing him along research lines but the fact remains that an assistant 
who knows how to assemble and present facts can be of inesti- 
mable value to the busy office executive. 

Just one word on the company library before we leave the or- 
ganization aspects of this subject. I am convinced that many com- 
panies are overlooking a very valuable research tool by failing to 
provide some orderly means of retaining for future reference the 
various published material on all phases of management that they 
receive. A recent survey by the N.O.M.A. Research Committee 
developed the information that 22 of the 44 companies included 
in the survey (just 50%) maintain no company library facilities 
of any kind. 

It isn’t necessary to provide an elaborate set-up for this purpose. 
The services of a specially trained librarian may not be justified. 
But at least there should be one central place for the concentration 
of general reference material and some form of recording and 
indexing should be employed to facilitate reference. It is remark- 
able how often a review of office management literature will 
reveal a solution to some problem that may be new to us. So be 
sure to include the library in your plans for an office research 
organization. 


Research Personnel 


Now as to the type of personnel best adapted to office research 
work. I think the popular conception of a research worker is 
someone with a professional look and badly in need of a haircut. 
I contend, however, that a successful searcher after facts does not 
have to be congenitally nearsighted and to wear his hair in an 
adaptation of an Einstein bob. There is, of course, a technique 
that applies to research work as there is for any form of spe- 
cialized activity and knowledge of this technique is important. To 
my mind, however, a practical knowledge of office operations is 
of greater importance. In order to handle an assignment of this 
kind, the investigator must have a clear picture of the organization 
setup, he must be familiar with the requirements of all depart- 
ments, and have an appreciation of the relative importance of 
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